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FROM THE DI RECTOR

This newsl etter i s one of aserieswhichis designedto address thelong
recogni zed need t o est abl i sh a communi cat i ons programfor the 8, 300
active and 4,600 retired menbers of the Seattle Gty Enpl oyees’
Retirenent System Vebster defi nes communi cation as "the giving or
exchangi ng of infornmation". Qur enphasis w !l be on exchange. H ease
tell uswvhat kindof infornati onyouwouldliketoseeinthis publication?
V¢ si ncerel y hope to hear fromyou. Younay witeto ne at:

Roger A Howei | er, Executive D rector
The Seattl e Aty Enpl oyees’ Retirenent System
801 Thi rd Avenue, Suite 300
Seattle, WA 98104- 1652

| get nany varied questions fromour nenbers and retirees. The followng lists a nuner of the nost
frequent |y asked questions al ong w t h ny response:

Qeestion The Retirenent Systemhas approxi nat el y $800, 000, 000 i n assets. Wy can’t we
pay for acost-of -1iving adj ustnent (GA fromthese funds i nstead of fromincreased contribution
retes?

Ansuer. As of January 1, 1992 our actuaries determned that we w || require $357, 900, 000 t 0
pay t he pensi ons of current retirees; andwe w | require $452, 600, 000 t o pay t he accrued benefits
of current active nenbers. These benefits represent atotal of $810,500,000inliabilities. As of
January 1, 1992 we had assets of $660, 000, 000. The difference betweenthe liabilities andthe
assetsreflect adeficit, or unfundedliability of $150,500,000. G the 8.91%Qty contributionrate,
2.33%i s being set asidetopay off thisunfunded!iability over the next 33years. However, until itis
paid, andthe Retirenent Systemis fully funded, it woul d not be prudent to use avai |l abl e assets to
pay for a QLA The Retirenent Board has al egal fiduciary responsibilitytofundthe Retirenent
Systemi n a prudent manner, and can not use assets to pay for additional benefits when current
obligations are not yet funded.

Qeestion In 1992 the Retirenment Systemhad a net i ncone of $43, 895, 733. Wy can't we pay
for a GQLAw th t hese excess ear ni ngs?

Ansver. In 1992 the Retirenment Systemrecei ved enpl oyee contributions in the anount of
$21, 564,881, Aty contributions of $25, 117,924, and i nvest nent ear ni ngs of $41, 792, 730, for a
total of $88, 475,535. V¢ paid pensions and expenses of $44, 579, 802 | eavi ng us wi th a net
i nconme of $43, 895, 733. The i nvest nent earni ngs al nost of f set t he pensi ons and expenses pai d,
but the enpl oyee and Aty contributions are needed to fund t he addi ti onal pensionrights earned by
current enpl oyees in 1992, andto pay of f the current unfunded liability. V& have experienced a hi gh
returnoninvestnents inrecent years. Hwever this has been of fset by the negative financial effect
of theincreased|ife span of nenbers, as wel | as ot her negative denographi c experi ence.

(cont i nued next page)
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Qeestion If youareretiredandreturntowork for the @ty of Seattlew || your pension be ef f ect ed?

Answer. Aretiree nay be enpl oyed on tenporary status for 1040 hours or | ess in a cal endar
year W thout any effect on hi s/ her pension. Aretiree enpl oyed on per nanent status, or enpl oyed on
tenporary status for over 1040 hours i n a cal endar year, wll continueto receivethe portionof his/
her pensi on that was funded by hi s/ her contributions. But the portionthat was funded by Aty
contributions wll be suspended during the period of enpl oynent except for the anount the total
pensi on shal | exceed the sal ary for the sane peri od of enpl oynent .

tion Does your Aty pension ef fect your Social Security pension, and vi sa versa?
Answer. No, neither will be effected by the other inany way.
tion: Expl ai n howt he Decenber bonus anmount i s det er m ned:
Answer. Each Decener the nonthly retirenent al | onances i ncrease torefl ect an annual bonus

paynent to hel p of fset the adverse effects of inflation. The bonus paynent i s a percent age f act or
based on t he nunber of yearsretired, tines thetotal pension pai dduringtheyear. The percentage
factors were designated to nore equi tably of fset the effects of inflation on nenbers who have been
retiredthe greatest length of tine. They are as fol | ows:

1% of the current annual pensi on al | onance for nenbers who retired inthe current year or
i nmedi at el y precedi ng year.

3% of the annual pension al | onance for nenbers who have been retired fromtwo to five years,
ind usi ve

6% of the annual pension al | onance for nenibers who have been retired fromsi x to ni ne years,
ind usi ve.

9% of the annual pension al | onance for nenbers who have been retired fromtento thirteen
years, ind usive.

12% of the annual pension al | owance for nenbers who have beenretired fromfourteento
e ghteen years, incl usi ve.

15% of the annual pension al | owance for nenbers who have been retired fromnineteento
twenty three years, incl usive.

18% of the annual pension al | owance for nenbers who have been retired fromtwenty-four to
twert y-ei ght years, inclusive.

21% of the annual pension al | onance f or nenbers who have been retired fromtwenty-ni ne
years or nore.

Exanpl e:  If your pensionis $1, 000 per nont h and you have beenretired for el even years, your
bonus di vi dend woul d be cal cul at ed as fol | ows:

$ 1,000 x 12 nont hs = $12, 000

$12, 000 x 9% = $1, 080
$ 1, 080 woul d be your bonus for that particul ar year.

(cont i nued next page)




Qeestion Wio has the aut hority to nake deci sions regardi ng the Retirenent Systen?

Ansver. The Executive Drector nakes al | admini strative deci sions. The Board of Admini stration
nakes al | policy decisions. |f apolicy change requires anodificationof the Seattle Mini ci pal (de,
t he change nust be approved by the Aty Gounci| and Mayor. Changes inthe Seattle Munici pal Gde
arerequiredfor benefit nodificati ons suchas a Q) Aor achangeintheretirenent contributionrate.

Qeestion How does t he Reti renent Syst emdeci de what i nvest nent s t o nake? Wiat happens i f
we don't earn our actuarial assuned rate of return?

Ansver. The Retirenent Board retai ns a consul tant to performan asset al |l ocation study. The
study i ndi cat es t he percentage of the fund toinvest in each asset category. The Board then retai ns
i nvest nent nanager s t o nake speci fi ¢ buys and sel | s of securities. Qur actuaries have assuned t hat
we w || earn 7%per year onour investnents. |f the 7%actuarial rate of returnisnot realizedinany
one year it poses no problem |f many years of under perfornance occur, then additional contributions
nust be nade by the dty. Inthe past we have had no probl emi n neeting our actuarial assuned rate
o return.

A BRI EF H STORY OF THE RETI RENENT SYSTEM

The Aty of Seattle established the then named Seattle dvil Service Enpl oyees' Retirenent System
effective, July 1, 1929 and di d so based on a, March 8, 1927 anendnent tothe Aty Charter. In
1929, the Retirenent Board hi red a young act uary naned Véndel | MIlimanto beits first Executive
Drector (thencalledactuary). Later inhis career, Véndel | MIIinanfounded MI i nan and Robert son,
Inc., whichtodayisoneof thelargest actuaria firnsintheworld.

I n Decenber of 1929, Charles Aiver was hired to repl ace Véndel I MI1iman. Charlie worked as
Executive Secretary of the Retirenent Systemuntil heretiredon April 29, 1967, and was repl aced
by A Lunn. A Lunnretiredin June of 1982 and was repl aced by Roger A Howeil er, whois the
current Executive Drector.

Hel en Jay was hired as a d erk- S enographer on, July 5, 1929 and worked inthe Retirenment Gfice
until sheretiredon, May 1, 1972. Tony Marino was enpl oyed i n the Retirenment G fice from1929
until 1933, when he foundedthe Gty Gredit Lhionand renai nedits president until heretired August
31, 1971. Tony Marino was appoi nted to the Retirenent Board in June of 1970, and served on t he
Board until QGctober of 1989. Frank Mat hews was pronoted to president of the Aty Gredit Uhion
when Tony Mrinoretiredin 1971, Fank renai ned president until heretired My 1, 1992. |n August
of 1992, Frank Mat hews was appoi nted to the Retirenent Board, and i n June of 1994 he was
re-appoi nted to anot her 3 year termon t he Board.

The first order of business for the Retirenent Board in 1929 was to determne t he date of birth of
nany d ty enpl oyees who had not neededto establishthis earlier intheir career. |Inthe absence of
officia docunents, B blerecords or wtnesses were oftenusedtoestablishthebirthdate. Brthdates
areveryinportant astheretirenent contributionrate, retirenent eligibility and pension al | onance
are based on t he age of the enpl oyee. I n 1929, pensi ons averaged about $35.00 per nonth, with a
$25. 00 m ni mum




Mticetothe Terimd/y///:

The Retirenent Boardis consideringthe nerits of al | ow ng acti ve nenibers who have aterminal ill ness
the option of wthdraw ng fromretirenent nenershi p and recei ving a refund of their contributions
vwhile continuingtowork for thedty. If anenber electstowthdraw he/shegivesupall rightsto
retirenent benefits, and may be subject to IRSpenalties. The nenber’s spouse, if any, nust al so
agreetothewthdrawal . The Boardis al so expl oring the tine periodinwhichtheillness woul dbe
deened terminal . The Retirenent Board woul d appreci at e any conment s you nay have rel ativetothis
issue. Peasedirect wittenor oral cooments tothe Retirenent Gfice. If youwshtotestify before
the Board, the next neetingw Il be hel d Tuesday, August 9, 1994, inroom740 of the Arctic Building,
at 9:30AM

Fbw are we doi ng?

| woul d appreci at e your corments, pro and con, rel ative tothe service you have recei ved fromt he
Retirenent Systemstaff. H ease direct your cooments either orally or inwiting, toRoger A Howeiler
inthe Retirenent Gfice.

Seattle Aty Enpl oyees' Retirenent System
801 Third Avenue, Suite 300
Seattle, Washington 98104- 1652
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IF YOU LEAVE CITY EMPLOYMENT WHAT HAPPENS TO YOUR CONTRIBUTIONS?

If you have five Tlears of retirement membership you may leave your funds in your account, this is called vesting.
Those funds will accrue interest at 5.75% until you withdraw them or draw a pension at retirement age.

You may withdraw your funds only by filling out a withdrawal application from our office. After the application
is received, the process takes approximately six to eight weeks. Twenty percent will be deducted for income tax
purposes. At the time you file your income tax, the IRS may assess a ten percent penalty, for withdrawing from a
retirement account.

You may roll your funds into another qualified retirement account. To do this you must fill out the same with-
drawal form as mentioned above and also a direct transfer form. No tax or penalty will be assessed.

Withdrawals from the retirement fund are contingent upon: 1.) Your separation from city employment by layoff,
termination or resignation and; 2.) Your department putting through the paperwork (i.e., Employee Service Record)
that says you have separated. It is to your benefit to make sure your Personnel Department processes this paper-
work.

If you have any questions, please contact Tina at 386-1292.

SIDE NOTE ABOUT RETIREMENT

If possible, go to the Retirement Seminar offered by Personnel Training.

Call the retirement office to get an estimate prior to retiring.

Bring Social Security numbers for you and your spouse.

Your marriage license and birth certificates are required if choosing option “D” or “E”.

Research other medical plans, you may pay less on an individual plan.

Contact Social Security. Retiring does not automatically start your Social Security benefits.
Washington is a community property state, your spouse is required to sign the retirement application.
If you have any questions, contact our office at (206) 386-1292.



